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EXECUTIVE SUMMARY 
AUDIT OF THE DEPARTMENT OF COMMUNITY DEVELOPMENT, 

REHABILITATION ASSISTANCE PROGRAMS 
INTERNAL AUDIT REPORT (IAR) 130110-07 

 

The purpose of the executive summary is to convey in capsule form the significant 
issues of the audit report. The executive summary is a vehicle for reviewing the report 
and should only be used in conjunction with the entire report. 
                                   

INTRODUCTION 
     

In the “Rehabilitation Assistance” programs, Community Development contracts for 
home repairs and construction. Programs include Emergency Repair, Paint Your Heart 
Out, Wheelchair Ramp, World Changers, Raise the Roof, Limited Repair and 
Reconstruction.   
 

RECOMMENDATION EVALUATION RISK CRITERIA 
                      

The chart below summarizes the recommendations outlined in the report and our 
evaluation of risk for the recommendations. The risk levels were determined based on 
the possible results for the entity if the recommendation is not implemented. This report 
contains six findings with ten recommendations.  As noted throughout the report, 
management has addressed many of the recommendations.   
 

 
Risk Levels 

 
Recommendations 

High Risk 
Possibility of fraud, waste, and abuse of 
City assets; Interrupted and/or 
disrupted operations; Entity’s mission 
not being met; Adverse publicity. 

• Organize project files and review for 
completeness. (Finding 1)  

• Coordinate inspections and require 
documented proof of passed inspections 
before partial or final payments. (Finding 2) 

• Comply with payment procedures to 
prevent unauthorized payments. (Finding 3) 

•  

Medium Risk 
Possibility of continuing, significant 
operating inefficiencies and high-level 
non-compliance issues. 

• Utilize the contractor’s application from the 
City’s Fair Share Office to verify the 
completeness and accuracy of contractor 
information. (Finding 4) 

• Review contractors for compliance with 
State registration requirements. (Finding 4) 

• Enhance the scope of background checks 
on contractors. (Finding 4) 

• Inquire about investigations and convictions 
on the contractor’s application. (Finding 4) 

Low Risk 
Possibility of continuing operating 
inefficiencies and some low-level non-
compliance issues. 

• Document explanation to homeowners of 
work to be performed.  (Finding 5) 

• Perform surveys and document discussions 
with participants.  (Finding 6) 
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AUDIT OF THE DEPARTMENT OF COMMUNITY DEVELOPMENT, 
REHABILITATION ASSISTANCE PROGRAMS 
INTERNAL AUDIT REPORT (IAR) 130110-07 

 

OBJECTIVES 
         

We have completed an audit of the Department of Community Development, 
Rehabilitation Assistance Programs.  This audit was performed as a result of 
internal control weaknesses documented during the course of fieldwork for the 
Investigative Report IR09-06: “Alleged Misconduct in the Department of 
Community Development, Housing Bureau, Neighborhood Revitalization Program”. 
The objective of this audit was to determine the economy and efficiency of 
operations of the division.   
         

SCOPE AND METHODOLOGY 
         

The scope of the study of internal control was limited to the general controls 
surrounding our objectives for the operating years of 2008 and 2009.  Audit 
procedures applied included the following: reviewing applicable records and 
documents, and interviewing operating personnel and management.   
 

We conducted this audit in accordance with generally accepted government 
auditing standards, except that a peer review has not been performed, and 
included such test of procedures and controls as considered appropriate.  We 
believe that the evidence obtained provides a reasonable basis for our findings, 
conclusions, and recommendations based on our audit objectives. 
         

BACKGROUND 
 

In the “Rehabilitation Assistance” programs, Community Development coordinates 
with homeowners and contracts for home repairs and construction. Programs 
include Emergency Repair, Paint Your Heart Out, Wheelchair Ramp, World 
Changers, Raise the Roof, Limited Repair and Reconstruction.   
 

CONCLUSIONS/FINDINGS/RECOMMENDATIONS 
         

The Internal Audit Office expresses appreciation to the management and 
personnel of the Community Development for their cooperation and assistance.   
As noted throughout the report, management has addressed many of the 
concerns. Based on our review, we believe management could enhance the 
efficiency and control environment by continuing to address and monitor the 
following: 
         

� Organizing and reviewing the project files.  
� Ensuring that appropriate inspections are passed and documented before 

partial and final payments are made to contractors.  
� Complying with payment procedures to prevent unauthorized payments. 
� Verifying the completeness and accuracy of contractor information by 

comparing information maintained by the City’s Fair Share Office.  
� Enhancing the scope of background checks on contractors. 
� Reviewing contractor’s for compliance with State registration requirements. 
� Inquiring about investigations and convictions on the contractor’s application.  
� Documenting the explanation to homeowners of work to be performed. 
� Performing surveys and documentation of discussions with participants.
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1.  Project Files Review 
 
Criteria: To ensure that a filing system is reliable, supporting documentation and 
related correspondence should be filed in a systematic and orderly manner. This 
would help to ensure that all expenditures are properly approved, supported, and 
filed in a timely manner. 
 
Condition: We reviewed the project files for 37 homeowners who participated in 
the Community Development Housing Programs.  (Auditor’s Note: During the 
course of this audit, Community Development was in the process of addressing the 
organization and completeness of files.) Our review of the project files revealed: 
 
� There were incomplete or no checklists which made it difficult to determine if 

the files were complete. (Auditor’s Note: Documentation in the files indicated 
some of the Construction Checklists were not completed due to the inspectors 
leaving before they could complete the checklist.) Also, some documents were 
not in the file although they were shown on the checklist as contained in the file. 

� Files had not been reviewed to determine whether they were complete. 
� Files were difficult to review since the files were not organized in accordance 

with the checklists (File Checklist, Neighborhood Revitalization Checklist, and 
the Construction File Checklist) in the file. 

� There were extra copies of documents, blank documents, or unsigned 
documents in the files. 

� The before and after pictures were not labeled to determine what the picture 
was showing. There were also some pictures that were not dated. 

� Some files lacked after pictures or had after pictures of only some of the work 
that was done.  

 
Specifically, the following exceptions were noted for the 52 projects reviewed: 
 
� 15 - No after photos. 
� 13 - No Certificate of Completion. 
� 17 - No “File Checklists” or incomplete checklists. 
� 35 - Partially completed or incomplete “Construction Checklists”. 
� 14 - Missing documents. 
� 18 - Certificates of completions had not been signed off certifying approval 
  for payment.      
 
Effect:  
 

� Work that has been completed was not adequately documented. 
� Adequate support not maintained or processed for payments.  
� Inefficiency in reviewing and producing necessary documents.  
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Cause: Management within the Housing unit was not reviewing files for 
completeness. 
 
Recommendation: We recommend the appropriate personnel: 
 
� Organize files to coincide with file checklists (Construction, Neighborhood 

Revitalization and File Checklist) to provide for easier review of files in 
determining whether the file is complete. 

� Ensure checklists are completed, meaning that yes, no, or n/a is checked and 
any notes or comments are included on the checklist. 

� Ensure when checklists are reviewed that they are signed and dated. 
� Discard any unnecessary, extra, or blank documents from files. 
� Ensure all completed (signed, dated, approved etc.) documents are maintained 

in file. 
� Ensure labeled and dated before and after pictures of all the work are included 

in the file and cross referenced to the work specifications. 
 
Auditor’s Note: Community Development management has addressed this in the 
newly drafted policies and procedures dated September 2009.   
 
Management Plan of Action: One person has been designated as the file 
maintenance coordinator. It is their primary duty to ensure that all applicant files 
are properly maintained in accordance with the housing standard operating policy 
and procedures and the governing regulations. We are now using 6-pronged multi-
sectioned applicant files. Each section has a distinct category and set of 
documents. Management and any appropriate person of interest should be able to 
review files in a sensible and standard manner with the information clearly 
arranged. This makes review of the file clearly organized. A file checklist is in each 
file to ensure that all relevant documentation is included. Additionally, we are 
ensuring that the checklist is more comprehensive and that a response is recorded 
for each item identified on the checklist. Duplicate and blank documents and 
irrelevant pictures have been removed from the files, and pictures will be dated 
and labeled as “before” and “after”. The unit manager will conduct a frequent 
review of the files, and the bureau chief or his/her designee will approve all files 
upon close out. Each will verify their review of the files. 
 
Timetable: COMPLETE 
 
2.  Coordination of Inspections   
 
Criteria:    To determine compliance with housing standards and building codes, 
the rehabilitation projects require inspections by Community Development Housing 
Inspectors and by the Department of Operational Services, Permits and 
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Inspections Division.  Before payment is made for any work performed, the work 
should have passed all inspections.     
 
Condition:   During our review of the projects for the 37 residences, we noted that 
there was no assurance that all the work performed by the housing contractors had 
either passed inspections or had been inspected.  
 
This is strongly evidenced by both the lack of documentation of inspections by 
Community Development Housing Inspectors as described in Finding #1, “Project 
Files Review” and by the lack of permits and inspections requested by the 
contractor from the Department of Operational Services, Permits and Inspections 
Division for compliance to building codes (to include electrical, plumbing, heating & 
air).  Inadequate inspections are indicated in the chart below for both general 
contractors and electrical, plumbing, heating & air contractors.  
 

 
 
Auditor’s Note: During the course of the audit, Community Development 
addressed the requirement for proof of inspections in the policy and procedures 
manual. 
 
Additionally, not all of the projects had been properly permitted.  We believe, based 
on the project specifications, that at least 10 of the unpermitted projects should 
have been permitted and inspected.  These projects included work such as 
replacing roofs, repairing foundations, replacing a hot water heater, and replacing 
patio support posts.  
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Auditor’s Note:  For our tests performed, we utilized the inspections performed 
instead of the permit status of ‘finaled’ that would indicate that work had passed all 
required inspections.  We noted discrepancies within the Permits and Inspections 
computer system between the status of a permit and whether any inspections had 
been performed: 
 

� 9 permits had been ‘finaled’ that indicates that the work had passed all 
required inspections, but those permits did not have any inspections. 

� 3 permits had passed inspections but their status had not been ‘finaled’.   
 

Please note that Permits and Inspections management will implement procedures 
so that permits will be appropriately classified as ‘finaled’ or ‘expired’ (See 
AA2010-02 “Permit Status”).     
 

Effect:   
 

� Residents living in unhealthy and unsafe environments. 
� Payments were made without appropriate inspections.  
 

Cause:  
 

� Contractors were not applying for permits.  
� Contractors were not requesting inspections. 
� There was no follow-up to determine whether appropriate permits were 

requested and whether work had passed inspections.  
 
 

Recommendation:  We recommend that management: 
 

a) Define the steps in a project that require inspections and define what types of 
inspections are required.  This should include those inspections that are 
required to be performed by Permits and Inspections and those inspections that 
are to be performed by Housing Inspectors.  

b) Require that before any partial or final payments are made for work performed, 
that any required inspections have been passed for that work performed: 

� Require evidence of Housing inspections by an inspection log with 
appropriate pictures and signatures attesting to inspections 
performed and passed. 

� Require evidence of Permits and Inspections approval by a copy of 
the permit with appropriate signatures attesting to inspections 
performed and passed.  

� Have periodic reviews performed by higher levels of management to 
determine that appropriate inspections and review have been 
performed and passed. 

 
Management Plan of Action:  During the period of review, we verified that there 
were over 200 permits pulled. However, we acknowledge that some were omitted 
or mis-categorized. We are working very close with Permits and Inspections to 
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ensure to the greatest extent feasible that this does not occur again. In addition, a 
copy of the permit must accompany the payout request. We are in the process of 
hiring a Housing Field Supervisor to better communicate and coordinate activities 
with both divisions. 
 
Housing inspectors must perform progress inspections during the term of the 
contract. When a pay request is submitted, the inspector must identify all work that 
has been completed and the percentage of what is completed, prior to any 
approval for payment. The inspector must also qualify the workmanship of work 
performed as to whether it is performed per the specification and performance 
manual. The contractor is responsible for pulling the correct permit applicable to 
the trades identified in the project. He supplies Permits and Inspections with a copy 
of the contract and work specification at the time he requests the permit. Permits 
inspectors are contacted by the contractor to perform permit inspections; upon this 
inspection, they must sign off on the permit card (green card) that the work 
conforms to code standards. 
 
We have also added and advertised a position for Field Supervisor, who will follow 
up on the inspectors and address and mediate complaints and grievances between 
homeowner and contractors. 
 
Timetable: The Field Supervisor will be hired by August 31, 2010 
 
3.  Unauthorized Expenses 
 
Criteria: The neighborhood revitalization program requires contractors to have the 
following insurance and bonding: 
 

� Minimum Commercial General Liability of $1,000,000 per occurrence or 
$2,000,000 aggregate. 

� Minimum Auto Liability of $500,000 and a minimum $500,000 Worker’s 
Compensation 

� Bonding is required on any contract exceeding $20,000, or on any contract 
which causes the aggregate amount to exceed $20,000. The contract which 
causes the aggregate amount to exceed $20,000 will be bonded for the full 
amount of said contract. 

 

Community Development procedures allow an advance up to 10% for a payment 
and performance bond on behalf of the contractor in extenuating circumstances. 
The advancement can only be approved by the Director of Community 
Development. 
 

Condition: Our review of a reconstruction project revealed that Community 
Development paid the following unauthorized expenses that should have been 
paid by the contractor: 
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(1) New Home Construction and Builders Risk Insurance Policy for $5,629.79.  
 
(2) Performance and Payment Bond Premium for $2,925.00. 
 
Effect:  Unauthorized expenses were paid. 
 
Cause: The expense for $5,629.79 was approved by another authorized 
department personnel in the absence of the Director. The authorized personnel 
was probably unaware that the expense should not have been approved. 
 

The proper process was not followed in making the performance and payment 
bond payment. A purchase order was processed by department personnel to pay 
the $2,925.00 However, a contract amendment should have been prepared for 
approval by the Director of Community Development to reduce the contract by the 
amount of the expense before the payment was made.  
 

Auditor’s Note: According to the Director, the expense for $2,925 would not have 
been approved by her since it would not have been an extenuating circumstance 
or a distress to the contractor. 
 

Recommendation: We recommend that department personnel comply with 
authorization procedures to prevent future unauthorized payments. 
 
Management Plan of Action: This matter has been referred to the City Attorney’s 
Office for further investigation. Staff has been reprimanded as evidenced by 
Attachment II. The bureau chief at the time of the infractions is no longer employed 
by the City of Shreveport. The contractor in question has been suspended 
indefinitely from the program. Enclosed is the advance policy for the department 
evidenced as Attachment III. 
 
Timetable: COMPLETE 
 
4. Contractor Applications, Registration, and Background Checks 
 
Criteria: To help ensure that a contractor is qualified, suitable, and has the 
capacity to perform rehabilitative work, documentation should be complete, 
accurate, and sufficient and updated annually.   
 
Condition: During our review of the contractor’s files we noted the following: 
  
� We compared the information for contractors who are certified by both 

Community Development and Fair Share.  The applications of both 
departments have at least 11 similar items: licenses/certificates, owners 
/stockholders, type of business, age of business, financial statements, last 
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three customers, major equipment, number of employees, nature of work, 
bank information and suppliers.   There was some conflicting information for 
two of the contractors.  Conflicting information included number of years in 
business; major equipment leased or owned; owners/stockholders; and 
nature of work.    

� Community Development reviews contractors that perform residential 
construction work over $75,000 for proper licensing with the Louisiana State 
Licensing Board for Contractors.  However, reviews for registration for home 
improvement work between $7,500 and not exceeding $75,000 were not 
performed.  We determined that three contractors had not properly 
registered.  

� Early in 2009, Community Development had instituted background checks 
for new contractors.  However, background checks had not been performed 
on existing contractors.  The background checks are limited to only felonies 
in Caddo Parish. 

 
Additionally, we noted that the Neighborhood Revitalization Program Contractor’s 
Application could be enhanced by adding an inquiry regarding felonies/ 
misdemeanors and investigations from the Louisiana State Licensing Board for 
Contractor’s.   
 
Effect: 
  
� Possible incomplete or inaccurate information. 
� Contractors had violated State law by not being properly registered. 
� Someone with criminal convictions could be contracted by the City to 

perform duties that require interaction with the public. 
 
Cause:  
 
� No system developed to share information between departments regarding 

the contractor applications. 
� No reviews to determine if contractors were in compliance with registration 

requirement for home improvement work between $7,500 and not 
exceeding $75,000. 

� Caddo Parish background checks were performed only on new applicants. 
 
Recommendation: Community Development should consider: 
 
a) Verifying information or researching additional information provided by 

contractors through the Fair Share Office.  
b) Reviewing contractors for compliance with State registration requirements.  

Management should review periodically during the year to ensure that valid 
State contractor’s registrations have expiration dates extending beyond the 
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anticipated date of completion of construction projects.  This process should 
also extend to the State contractor’s licenses. 

c) Increasing the scope of the background checks. 
� Coordinate with the City Attorney’s Office to determine contractual 

language necessary to perform a broader background check. 
� Consider performing background checks annually for all contractors.    

d) Requiring existing and new contractors to disclose felonies, misdemeanors, 
and investigations.  This could be accomplished by adding these questions on 
the Community Development Neighborhood Revitalization Contractor’s 
Application and requesting a disclosure from existing contractors:   

� A question inquiring about felonies and misdemeanors. For example: 
Have you or principals in your business been convicted of a felony or 
a misdemeanor other than violation of traffic laws? If yes, please 
explain. 

� A question inquiring about any investigations from the Louisiana 
State Licensing Board for Contractor’s.  For example: Are you being 
investigated or have you been investigated by Louisiana State 
Contractor’s Board?  If yes, please explain.   

 
Management Plan of Action:  A person or business must have a certificate and 
residential license by the State of Louisiana to participate in any of our housing 
programs. Currently contractor license stature is verified annually to confirm 
licensing and renewal of licenses. The staff will check periodically to verify that a 
contractor is in good standing with State. All bids and contracts must include the 
contractor’s license number. 
 
The contractor application has been revised to include language referencing 
felonies and investigations. We currently check with the appropriate law 
enforcement authority to determine if there are any felony violations. The general 
contractor must sign a criminal conviction certification and a HUD’s debarment and 
suspension certification as evidenced by Attachment I. In addition to the criminal 
background check, HUD’s debarment list is checked on each contractor. 
 
Timetable: COMPLETE 
 
5.  Documentation of Scope of Work Explained to Homeowner 
 
Criteria: Work specifications should be explained to the homeowners to ensure 
that the homeowner understands and is aware of the work that is to be done on the 
property. 
 
Condition:  For work done in 2008 and 2009, per review of complaints received 
from participants in the Community Development Housing Programs,  homeowners 
did not fully understand what work was to be done on their home. We noted that 
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some participants complained that the city should have performed work other than 
what they were eligible to receive.  
 
For example: some complained about repairs that were needed inside their home 
but, they actually participated in the “Paint Your Heart Out” program which is only 
for painting and repairs to the exterior of the home. Others may have participated 
in the “Raise the Roof” program but, thought that work was scheduled to be 
performed to the inside of their home as well, when actually they were only 
replacing the roof. Those who participated in the “Limited Repair” program had 
complaints about areas of the home that needed repair or replacement but was not 
done. But these areas were not included in the work specification.  
 
During our review, of the project files we couldn’t determine if the work 
specifications had been explained to the homeowners. Management has asserted 
that walkthroughs were performed with homeowners before construction; however, 
no specific documentation of this activity was included in the files. 
 
Auditor’s Note: Policies and procedures drafted in September 2009 show that 
management has identified a procedure where the homeowner will be required to 
initial each item on the work write up to indicate their understanding and 
acknowledgement of the type of work that will be performed at their residence. As 
work is completed and the contractor presents a payout request, the inspector will 
also provide to the homeowner a picture of the completed work along with the 
payout request for them to sign. 
 
Effect:  
 
� Frustrated and unsatisfied participants. 
� Misunderstandings between homeowner, contractor, and inspector. 
 
Cause: Project files did not contain documentation to evidence that work 
specifications had been explained to the homeowner. 
  
Recommendation: Ensure that project files include documentation that will 
provide evidence that work specifications have been explained to homeowners. 
Such documentation could include a signed and dated statement that says the 
work specifications and proposed schedule was explained and provided to the 
homeowner (e.g., can be included as part of the work specification). By doing this, 
Community Development would be able to document the homeowner’s consent to 
the scope and schedule of the project. The homeowner’s signature could also 
provide an independent verification of rehabilitation fund expenditures and provide 
an element of cost control and accountability. Also, include this form/statement on 
the Construction File Checklist. 
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Auditor’s Note: During the course of this audit, management has addressed this 
in the newly drafted Policies and procedures dated September 2009.   
 
Management Plan of Action: A preconstruction walk-through is conducted on 
each project with the homeowner, contractor and inspector present. In the past, 
homeowners initialed each specification item to confirm that the item was 
discussed with them. We have implemented a policy that requires minutes to be 
documented during each construction conference; and signed by the homeowner, 
contractor and inspector. We have also developed a homeowner’s manual that 
explains the program and details the homeowner’s rights (Attachment IV). A 
representative of the family is encouraged to participate in the preconstruction walk 
through and every aspect of the project. 
 
Timetable: COMPLETE 
 
6.  Customer Satisfaction 
 
Background: The “Neighborhood Revitalization Programs” are categorized into 
two types: 
 
� “Rehabilitation Assistance” where Community Development contracts for home 

repairs and construction. Programs include Emergency Repair, Paint Your 
Heart Out, Wheelchair Ramp, World Changers, Raise the Roof, Limited Repair 
and Reconstruction. 

� “Homeownership Assistance” where Community Development provides 
mortgage assistance and homebuyer assistance. No home repairs or home 
construction is provided under this program.   

 
 
Criteria: Participant feedback provides insight to areas that could be improved.    
 
 
Condition: We mailed questionnaires to the participants of Department of 
Community Development’s “Neighborhood Revitalization Programs” during the 
years 2008 and 2009.    
 
We asked the participants whether they were satisfied or unsatisfied with the 
service that was received from Community Development programs that they 
participated. As illustrated in the chart below, 46% of the “Rehabilitation 
Assistance” respondents were not satisfied. (Please note that the “Homeownership 
Assistance” respondents had no concerns about the assistance received from the 
Community Development program.) 
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Effect:   
 
� Participants living in unsafe and unhealthy environments. 
� Participants unable to voice their concerns and comments. 
� Contractors had not completed work that they were paid to perform. 
 
Cause:  There had been no formal procedure for participants to voice their 
concerns.  
 
Recommendation:  We recommend that management continue to support the 
complaint call system that was implemented as a result of concerns.  Additionally, 
management should consider implementing interviews and documented surveys 
with participants during and after the project completion to gauge the level of 
satisfaction with the work performed.  
 
Auditor’s Note: Procedures implemented by management included a 
“Homeowner Job Evaluation” to be completed by the homeowners after completion 
of the rehabilitation work has been performed.  
 
Management Plan of Action: We have implemented a complaint log that 
documents the date and nature of complaints and concerns by the homeowner. A 
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staff person has been dedicated to maintaining the complaint log and assessing 
the nature of the complaint. The field supervisor will ensure that each complaint is 
properly investigated. Also, a job evaluation survey has been revised to be 
completed by the homeowner after the completion of work (Attachment V). The 
department’s website will also have mechanisms for complaints and a customer 
service survey. 
 
Timetable: COMPLETE 
 
Prepared by: 
 
 
 
Barbara Pfister, CIA, CFE, CISA     Tamika Ford 
Staff Auditor        Staff Auditor 
 
Approved by: 

 
 
 
Leanis L. Graham, CPA, CIA 
City Internal Auditor 
 
BP:lp 
 
c: Mayor 

CAO 
City Council 
Clerk of Council 
City Attorney 
External Auditor 
Department of Community Development 
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